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§367.14

The service company is not required to
anticipate minor items which would
not appreciably affect these accounts.

(b) When payments are made in ad-
vance for items such as insurance,
rents, taxes or interest, the amount ap-
plicable to future periods must be
charged to account 165, Prepayments
(§367.1650), and spread over the periods
to which they are applicable by credits
to account 165 (§367.1650), and charges
to the accounts appropriate for the ex-
penditure.

§367.14 Transactions with associate
companies.

Each service company must keep its
accounts and records so as to be able to
furnish accurately and expeditiously
statements of all transactions with as-
sociate companies. The statements
may be required to show the general
nature of the transactions, the
amounts involved in the transactions
and the amounts included in each ac-
count prescribed in this part with re-
spect to such transactions. Trans-
actions with associate companies must
be recorded in the appropriate accounts
for transactions of the same nature.
Nothing contained in this part, how-
ever, must be construed as restraining
the service company from subdividing
accounts for the purpose of recording
separately transactions with associate
companies.

§367.15 Contingent assets and liabil-
ities.

Contingent assets represent a pos-
sible source of value to the service
company contingent upon the fulfill-
ment of conditions regarded as uncer-
tain. Contingent liabilities include
items that, under certain conditions,
may become obligations of the service
company but that are neither direct
nor assumed liabilities at the date of
the balance sheet. The service company
must be prepared to give a complete
statement of significant contingent as-
sets and liabilities (including cumu-
lative dividends on preference stock) in
its annual report and at such other
times as may be requested by the Com-
mission.
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§367.16 Long-term debt: Premium, dis-
count and expense, and gain or loss
on reacquisition.

(a) A separate premium, discount and
expense account must be maintained
for each class and series of long-term
debt (including receivers’ certificates)
issued or assumed by the service com-
pany. The premium must be recorded
in account 225, Unamortized premium
on long-term debt (§367.2250), the dis-
count must be recorded in account 226,
Unamortized discount on long-term
debt—Debit (§367.2260), and the expense
of issuance must be recorded in ac-
count 181, Unamortized debt expense
(§367.1810). The premium, discount and
expense must be amortized over the
life of the respective issues under a
plan that will distribute the amounts
equitably over the life of the securi-
ties. The amortization must be on a
monthly basis, and the amounts relat-
ing to discounts and expenses must be
charged to account 428, Amortization
of debt discount and expense
(§367.4280). The amounts relating to
premiums must be credited to account
429, Amortization of premium on debt—
Credit (§367.4290).

(b) When long-term debt is reac-
quired the difference between the
amount paid upon reacquisition of any
long-term debt and the face value, ad-
justed for unamortized discount, ex-
penses or premium, as the case may be,
applicable to the debt redeemed must
be recognized currently in income and
recorded in account 421, Miscellaneous
income or loss (§367.4210), or account
426.5, Other deductions (§367.4265).

§367.17 Comprehensive
income tax allocation.

inter-period

(a) Where there are timing dif-
ferences between the periods in which
transactions affect taxable income and
the periods in which they enter into
the determination of pretax accounting
income, the income tax effects of such
transactions are to be recognized in the
periods in which the differences be-
tween book accounting income and
taxable income arise and in the periods
in which the differences reverse using
the deferred tax method. In general,
comprehensive inter-period tax alloca-
tion should be followed whenever
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